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The Fiscal Impacts ttf School Consolidation

Research Based Conclusions

(irnsolidation proponerrls olien arguc thrt oonsolidating schools and'/or districts will

lovvcf pcr pupi l  cosis.  i l l l fn slr(ram ofsludies ovcr hnlfa century casls doubls on this assunrl l i ' 'n

Many consot idat ion decisions . l re iusl i l led in Pa( on Projectcd cost savings .- ' l l lcsc
otriccliorrs aic based on standard econorric thoory regitfding 'lcconotni€t ofscsl€' t l'hcorctic{lly'

ceiairr  l ixet l  costs t t loh as the numbcr ofadministrators or thc amounl sPent on ut i l i t ics -  d()

rrot incrcase, and may cvcn decrcasc. whcn the nuntber ol studcnts in a sohool or district lncrcas€s

!vi lh consol id.r l ion. Wilh t l lorc l rudcDls and the sarrrc or lowcr costs.  lhc lolal  cosl  pcf s ludcnt

should comc down. Sornc analysts and many consol idatkln proponcnls acccPl l ts an ar l ic lc ol

lailh thal largcr sohools and lt|rScr dislriols have bwer oosts pcr pupil than sn'ullcf ones

Ilut tho relstionship h*een size and cost is not lhat 9led, as thc mtny studics rcvcal:

.  An0.rr lystudybyI l iach11960)ol  :9 \(h( 'd Jistr i t t \  ncrr s l  l ' r rur\  I rv ic ' ! 'vcJ costs nol

only on n por pupi l  basis,  but based on nunber o! pupi ls pef squarc r l r i lc.  and ratc ol

irroicase in cnrolhnent. llirsch ooncluded that thcrc wcre no consistenl coonomies ol'

scalo, and thrl sharin8, acadeNic prograDs would be a nlore coslcllco!ive wly than

0onsol idat ion to dcal with thc l iscal  Prcblcms ot distr ic ls.

.  A qoaftcr ol  a cenlury latcr.  Valencia (19134) .eviowed 40 studics on tho i  Pacl ol  school

closurcs on costs and olhcr lbciors llc concluded thal "cbsinB schools rcduoes pcr-p|.lpil

o o s l s v c r y l i l t l c , i f a t a l l . " O n c o l ' l h e l c a d i n g s t u d i c s V a l e n c i a r c v i e w e d ( A n d r e r v s l 9 7 4 )
cxarnined school ck)sufes in 49 dist l icts nal ionwidc Ol thc 49 dislr ' icts '  l5 had pf( icctcd

cosl savirrgs in srpporl  ol_lhe Pr()F)sed olosurcs. n ndrcws cornParcd thcsc prulcclro 'r \

wi lh the astual changes i  cosl  al lef  lhc closures Ol ' the 15'  only l2 bad aolual ly

calsulated the chan8cs in cost af tcr lhc closurcs Oflhc l2 '  only l i )ur wcfc able 1o rcporl

aclual savings, s ix concluded tho closurcs had no cosl  impacls.  ar)d lwo fcporlcd aclual

cosi incrcascs.

.  Lalor.  Jewel l1l989) studied data l iom 50 statcs and the l ) istr ic l  ofColunbia and lbund

lhar pcr pupil cost and sludent enrc'llment wefc not slatistically related' suSges!ing thdl

there are no economies ofscale.

. At rhe sanre timc, Kennedy el al (1989) anlalyzed 330 school districls in Arkansas and
lbund very slight correlations between distric! sizc and cost pe. studeot (measured as
Average Daily Attendance), with lhe cost being lower in the larger districls Ttst scores



al some Srade levels were higher in smaller districts and some wcre higher in larger

districts.- Larger disrrics were also more likely to have hiSher,drop oulr^ares 
TAll 

of

lhesecorre|ations.however.wereverysl iShtandnotpmctica||ysiSnif icant.Theauthors
concluded ihat 'therc is no evidence io su!5;est thal consolidalion ol small school districts

into iu,e"i on", *iff n"cessarily reduce exl-enditures per sludent' increase standadized

tcst scores. or reduce dropout mtes "

. More fecentl). Srreifel el al{ I q9l I anal} /ed the revenuc tnd erpc"dilii'-,tf',1.P^* f"

ii'r."" v""t. u!i"* *o "Rer l9 school dLrricr consolidations' comparing the rate of

cllanqe to the state ave€ge rate or cnange The 19 were selected from inlbrmatlon

. ' , . t i" . i  U" .t" i" i**r ients of educat' ion Five ofthe lgwereinArkansas l lefounda

;. il;r,;'"il;;it-",'tic;ni ietarion't'ip terween chang€5 in rhe total cost pcr pupil ofthe

l.n*iiaut"a li.,iiot ond the other districls in lhe same stales and concludedthal
:"'iil;;;;;.;;;.o overatl basis tbr expecting that sisniticant financial advantaSc

or increased revenue are necessary oulcomes ofconsolidalion 
''

. And most reccntly. lhe Charlcslon Cazctte, in a national award winning s€rie,s 
-ofarlides- 

"",r,1""., "rr"n'."| ctosings in west virginia, lound that over a ten year pcriod the state

"i"r",f iil ..ft""f. l" pursu-it of economiei of scale and in doi ng so substantialll

i""."*.aif," "".U". Irf central oflice administratofs, despite the fact th!1 lhe ntrmber of

sludents being servcd by lhe system dcclined by 4l'000 in this^pe-riod Meantime' pcr

o"J tiuntp.iu,ion .*is more than doublcd (0yre and finn 2003)'

whl o tosls incrcar? wilh consoliddlion' un u)hdt linds oI ''osls incRase?

Proiected cost savin!5 from consolidation are either lemporary or illusory because lowcr

c.or, ln .oni. crpenair,rre ca_te8ories are otien otlicl by hiSher costs in other arcas'

Streifel's study noted above is revealinS lle snalyzed lhe expcndit"i:l"t:::: b"f'""

an 

 

at.r consotiaation for six expenditure categories (administration' insl:i:ll:i'-tli:tp-*ut^

locrarion and maintenance. tolat cost. and capital costs). ofthese six, onty savlngp In
:ffit;t,;i";;;;;;{;i related to consoliiation at a sratisticallv significant level'

cJ"."lio"r"a Jiuri"" i"creased administrative costs l0 percenl white the averaSc cosl increasc

il;; ;;;;il.;i,h;"gh this relationship was slatisticallv siSnificant' the rclalionship was not

"r;i*ri. 
-i"i.r* 

"r rr,lJ l9 consolidation cases, including one oflhe Arkansas districts. the

;istrict administrative cosls actually increased more lhan the stale average

Ilul what might have been saveo rn administrative costs was often more than offset by

in"r.u.", il otr,i.lo.',r. As a result. atthough not statislically significant, total costs per pupil

,"i""iit, i"l.""t"a rn-" in the l9 consolidaiing districts than statewide average increases (329lo

i.tou'r"a io :q";r, l*fuding in lhree of the l lve Arkansas dislr icls

It is interesting that in the calegory of"instruclion cosls' (where one might expecl any

"'.i^." r."m lower adminstrative cosls to be shifted in the inlerest ofcducational qualrty

iiri.'ilerrt;i;il;u... i" .p"naing in tt'" r I consolidating districts wer€ actuallv lowe' 1han

ii"';;;,;;;;;;;;;;:;;;.". i".p".'aineizsx "ompared to 2eolo overarl' and in I I orthe rs

districts individuallY).

And significantly. Streifel found thal whether a consolidation proved fiscally

uavantaeeous i aisalvantageous with respect t.,, a particular expendhure catcgory did no1 depend

on how Lie rhe consolidating dislr icls or lhe rcsult ing consolrdatcd drstrrctr rvere



C o nsolidatio n and E q u it!

Valencia ( 1984) also concluded from this lileralur€ search that schools with large

nercentaqesol- low-incomcandminori tystudentshaveexpcri€nccdmostofrheclosingsinl jve
ir"i"t "ii.t. ""i tn" tr,te school closings reduced parental involvement in children's -oducation
anj dccleascd public support for educalional bond levies Therie impacts talsc slBnlllcant eqully

irru"s. ln f 'hoenh. a teieral  coun agreed with plaint i t ls who l l led a lawsuit  c lairrr ing lhal

""r.riiO",i." a""l"io". unlhirly selected a minority slhool for closins l hc courl rLrled lhat the

oiui , , t i f ls "hauc a r ighl  to expe;t  thal  lhe adrninistrat ion ol  thc schools ol  this ci t ]  wi l l  be donc

iji,i". *i,rr.i, o;"",i,rt"atioir or undue adverse impacr ro any panicutar segnrsnt ot'the srudcnt

p,rputuriull."

R.,'iort Wtt!. Corsolid.tion Mov lnpose Fil9g!$,u75!rlsi.

Numerous feasons have becn suBgcstcd lbr thc increased cosls or rcduced fevenucs thrl

nray rcsult  l rorn consol idat ion (Shcr and 
' lbrrrpkins 1977):

. Moving pcrsonnel flom salary schcdules ol srnallcr schools and dislricts 1() highcr srl:rry

schedu_les of larger schools and districls. lncreasing bargaining power ol'tcachers

. Morc special izcd stalT

. I  l ighcr costs of havinS to transport  moro kids lonSer dislances'

.  I l ighor ratcs ol  vandal isn

. l,ower suDDort for bond levics

. Nccd lbf  new rnd larger laci l i l ics

Sonre ofthosc changcs Inay rcsult in inlproved school pcrfortrlance Somc clearly do not

:fb TM rmtc6 o! th. soato-B.ot entuafidtatwctt '

' Ihc socio-cconomic impacl ot  schools on oonrlnunit ies is signi l l0anl '  and school c losurcs

reducc the fisoal capacity oilocal comnunitics 10 prcvidc supporl lbr educalion

t,yson (2002) analyrcd dala l iom al l  352 inoorporalcd vi l lages and towns with

nooukrt ions ofundcr 2,50d in New York Slate. almost al l  ofwhich had had a school aL 'n( l inrc '

i lecorrrparet l the?lplaccswi lh500orfewcrpeoplewiththc28l with more than 500 pcople'

Alnlosr ihrec- lburths of the larger group had a scbool (73.7%)'  whi le o'r ly about half(52 1%) ol

the sm.tller gfoup did. Thosc \rlth and withoul schools in each ofthc size catc8orics h'(l sirnilar

age tevcl  pr i t i tes, percen! ofhouseholds wi lh chi ldren. and perccnr ofchi ldrcn enrol lcd in school.

bir  the economic anci l lscalcaPacity ofthe commlrni l ics wi lhoul schools was nr lroh lower lhan

thatol  the conrmuri t ies with schools.  Amongrhe smal lcr s ize grouping ol '1owns ' rnd vi l lagcs:

Sixty p€rccnt ofthe cornmunilies with schools saw popula(ion growth from l990 to 2000:

only 46 percent oflhosc \,vilhout schools grcw.

Averagc housing values in the conmunities with schools are 25 perc€Di higher than in
those;irhout schools. Their houses are newer. and more l ikely to be served by mrnicipat
water and sewer sysleDrs
Communilies with schools enjoy higher per capita incomes' a more equal distribution of

income. lcss pe| capita incomc fiorn public assistancc. less poverly and less child

povcrry.



r Communities with schools have more prcfessional' managerial' and 
:1::11]:l*k"t'- 

i.r"i."r"rr.ra. *ith self-emPlovment incomcr 57 perccnl higher S"'.:illlill""t"

from self- employment; " ftign"t p-"""ug" "itesidents who work in the !illage; and

fewer workers who commute mor€ than l-5 minutes to theirjobs

The differences b€iween largei ru'al communities with schools and those without were

.i.il".. ;;;;;";;i;;me as the diFerences in the smaller communities

An earl ier similar study reached similar conclusiuns Dreier and Coud) t, lqg4lcompared

oooulation changes in in"o'po'"r"c to*'  roon' rhar had or did-not have " nlql:: l : : l  U' ' t tn'

communit ies uirh a hiSt'  t . f tot ' t  gu'n"o u-t 'gnif i f"nt "rnount {5 p"tt"nt or morelofpopulation

ii", j ". ."r" 4"."0.' *hite three-fourths"of communiries without a high school \acre losrng

oooulation. l hey conclud"o rnnt ' "otrnuniy *iit'our a frigtr sctroot roses population faster than

Ii i"."r*un;ri ."r*;"g populal ion during the samc t ime perrod'

SederberS (198?) studied thc secondary economic impacts ofschool districts in six rural

Minnesota counties and found:

. school dis(r icl payrol l  ranSed from 4-q per'ent of total counly palrol l . .  
. .L

: ;,;i;i;-;";;"v from school disrrict iobs ranged from 5-10 percent orthe countres

retai lsales
. School district expenditurcs ranged from l-3 percenl oftolal retail sales 

,
. p""ti" ".pf"y"o'Uy the school district ranged from l-5 percenl ofall employed people In

the counties

lr inal l),Perkovichandchins(t9?7)examinedchangesinretaitsalesan9.l: : ' 'o-."ppry,i",."i,tiil"*p"".i,1'i:.lT^.1_l;l:,::x*n:iul#*i.ll,1ili,l,li,)r"ii.ji,_,
were closed. An input-oulpul mooel cons

school would produce an eigtrt percent oecrease in retail salis and a six percent decrease in labor

supply.

Conclusion

School and school distrtct consolidation produces fewer fiscal benefits af 
i"t: T:11

"*",rt"i"it pip"'[.rvi"ilJuJ nctinitttutiu" tost savinSs are mosr "l:!; o]t]llt" t"u'no'

mav otien be largely offs.' uy orttt"o" ii""u"s cspeciaiiy for transponalion Consolidating

;:;;;;;;i;?l..telv affect thc kral econom) reducing rhe fiscal capacit) ofrhe 'chool

ai.,ii* it"r" "o*. u." d'isproponionately imposed on poor and minorily communrtres
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